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National Transport Regulatory Policy’ 


By JAMES C. NELSON 


Professor of Economics and Transportation, Washington State College 


Questions of transport regulatory poiicy have pressed 
for solution for almost a century in this country. But only 
infrequently and at long intervals have those questions in- 
volved the basic direction for policy: in fact only three 
times has such an issue been considered in regulatory his- 
tory. 

The first time was during the Granger period of the 1870s 
and 1880s, when the question was whether to regulate the 
railroads at all and according to what scheme. This was 
decided by establishing state and Federal commissions 
with mandatory powers to prescribe maximum rates and 
to limit rate and service discrimination, but not to eliminate 
it. The objective was to limit private monopoly pricing and 
to stimulate competition. 

The second time of debate over the basic direction for 
policy was in the depressed 1930s, when the question was 
whether to relax regulation in view of growing elements 
of competition in transport markets. Somewhat paradox- 
ically, it was decided that regulation should be broadened 
by extending entry controls and rate regulation, partic- 
ularly of minimum rates, over the troublesome motor and 
water competitors of the railroads. Strong political pres- 
sures from the railroads and the state commissions were 
important factors in that decision; but it should not be 
forgotten that the decision was taken in a time of social ex- 
perimentation with the NRA, the AAA, minimum-wage 
legislation, and other political interference with the func- 
tioning of markets. Some advocates of that course also 
found support in the new or at least expanded theories of 
imperfect and monopolistic competition, although just how 
the proposed regulation would improve the allocation of 
resources in “chaotic” markets was not articulated except 
in generalities. 

The third period of discussion of basic direction for 
transport policy is just beginning. and again the question 
is whether to relax regulation, particularly of the railroads, 
in order to allow the markets a fuller opportunity to allo- 
cate traflic and resources. 

The immediate occasion for reconsideration of the di- 
rection for transport regulatory policy is the Report to the 
President by the Presidential Advisory Committee on 
Transport Policy and Organization.! This Cabinet Com- 
mittee has recommended significant relaxation of rate reg- 
ulation on the theory that the markets are now sufficiently 
competitive to take care of allocative functions and that 
the leading common carrier industry can survive under 








* This is a paper presented before the Western Economic Asso- 
ciation at Stanford University, Sept. 1, 1955. Permission to publish 
has been granted by the association. Professor Nelson was formerly 


chief of the Transportation Division, Bureau of Foreign and Do- 
mestic Commerce, U. C. Department of Commerce. 

1 Revision of Federal Transportation Policy, A Report to the 
President, prepared by the Presidential Advisory Committee on 
Transport Policy and Organization, Apr. 1955. 


private enterprise only if the energetic hand of manage- 
ment is allowed greater leeway with respect both to the rate 
level and to determination of particular rates. The com- 
mittee does not propose abandonment of regulation for 
protection of the public. Rather, the committee believes 
that uneconomic effects of regulation can be eliminated by 
changing its emphasis and standards away from protection- 
ism, by reducing regulatory interference with carrier 
rivalry, and by granting a wider opportunity to common 
carriers. 

Those economists who have followed transport affairs 
closely and with the interest of economists can hardly be 
surprised that the question of relaxing regulation has risen 
for public attention again after only twenty years of the 
regulation adopted in the 1930s. Though that regulation 
was designed to a considerable extent to protect the rail- 
roads, technological substitution has continued to reduce 
the rail shares of total intercity passenger miles and ton 
miles. Today, the railroads enjoy only about 6 and 50 per 
cent, respectively. Federal and state governments continue 
to grant large indirect subsidies to competitors of the rails, 
and the Federal government plans to embark on far 
greater interstate highway building. User fees have not 
been extended to waterways and airways, and those for air- 
ports and highways are often inadequate in terms of eco- 
nomic pricing of public facilities. Long dissatisfied with 
public promotional policies, the railroads have now become 
quite discontented with postwar rate regulation—with the 
low rates of return to which they have been held and with 
regulatory blocks to their attempts to recapture or hold 
competitive traflic by means of rate reductions. And the 
constant threat of actual war during a decade of “cold 
war continually reminds the public of the standby essen- 
tiality of almost all rail facilities for a war economy. Frus- 
trations have clearly mounted to the point where -he ctfects 
of regulation miust be faced. 


| 


Already the Cabinet Committee’s report has stimulated 
widespread discussion and controversy within transport. 
A great debate seems to be shaping up, with motor and 
water carriers violently opposed to relaxation of rate con- 
trols and the railroads strongly in favor of that course. 
Significant shipping groups have been silent. They are 
apparently studying the issues carefully before taking posi- 
tions, though some shipping groups, concerned with long- 
and-short-haul discrimination and the position of small 
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shippers and centers. have expressed opposition to lessen- 
ing the ICC’s control over rates.* Of interest is the opposi- 
tion of the more competitively organized fields of transport 
to allowing competitive forces freer play—while the more 
monopolistic and oligopolistic railroads are active sup- 
porters of competition. So much have the times changed 
that the advocacy situation has almost reversed itself in two 
Tecades! 

Neither the nation nor the West can ignore* the economic 
questions raised by the key proposals of the Cabinet Com- 
mittee. The committee proposes to limit regulation: (1) 
to the control of maximum rates in those cases where some 
monopoly power still exists (mainly in the hands of rail- 
roads where interagency substitution is incomplete or in- 
effective); (2) to the setting of minimum rates only when 
rates are at an uneconomically low level; and (3) to the 
control of some obnoxious discrimination, but with re- 
laxation of long-and-short-haul prohibitions. Most modi- 
fications in rate control would apply to all common carriers 
under the ICC. But, since the railroads are the backbone of 
common-carrier transport. have felt the restraining effects 
of public rate-control policies most seriously, and have 
the cost conditions most conducive to benefit from greater 
rate competition, in reality it is largely the rails which 
would be granted a fuller opportunity to engage in effective 
competitive rivalry. Nevertheless, common carriers in mo- 
tor and water fields, as well as the railroads, would receive 
protection from the recommended abolition of the bulk- 
commodity exemption for water carriers and from the 
recommended tightening of the definitions of private and 
contract carriage and shipping associations, the effect of 
which would be to extend rate and entry controls over 
additional motor and water carriers and freight forwarders. 

The most significant regulatory modifications proposed 
are the substantial reformulation of the national transpor- 
tation policy in the Interstate Commerce Act and the spe- 
cific revfions of rate-control standards. The proposed new 
policy changes the basic emphasis in regulation and states 
the economic policy recommended by the committee: 


“(1) To provide for and develop, under the free enter- 
prise system of dynamic competition, a strong, efficient and 
financially sound national transportation industry by 


~ Shipping interests in the Intermountain Region of the West re- 
organized the Intermediate Rate Association on Apr. 20, 1953, with 
“the number one project for the reactivated association... the pro- 
tection of the 4th Section of the Interstate Commerce Act.” Minutes, 
Salt Lake City meeting. For the trucking position, see Transport 
Topics, May 9, 1955, p. 6, and May 16, 1955, pp. 29 and 74. 

’ This paper is limited to those phases of direct and special inter- 
est to the West. Technical details and basic discussion of the worka- 
bility of transport competition have been necessarily omitted, 
although both are essential to full consideration of the Cabinet 
Committee Report. 
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water, highway, and rail, as well as other means, which is 
and will at all times remain fully adequate for national 
defense, the Postal Service and commerce; 


“(2) To encourage and promote full competition be- 
tween modes of transportation at charges not less than 
reasonable minimum charges, or more than reasonable 
maximum charges, so as to encourage technical innova- 
tions, the development of new rate and service techniques, 
and the increase of operating and managerial efficiency, 
full use of facilities and equipment, and the highest stand- 
ards of service, economy. efliciency and benefit to the 
transportation user and the ultimate consumer, but with- 
out unjust discrimination, undue preference or advantage, 
or undue prejudice, and without excessive or unreasonable 
charges on noncompetitive traffic; 


“(3) To cooperate with the several States and the duly 
authorized officials thereof, and to encourage fair wages 
and equitable working conditions; 


“(4) To reduce economic regulation of the transporta- 
tion industry to the minimum consistent with the public 
interest to the end that the inherent economic advantages, 
including cost and service advantages, of each mode of 
transportation, may be realized in such a manner so as to 
reflect its full competitive capabilities; 


“(5) To require that such minimum economic regula- 
tion be fair and importial, without special restrictions, con- 
ditions or limitations on individual modes of transport.” 


Taken as a whole, the proposed policy focuses effort 
upon promoting a competitive division of the traffic rather 
than an authoritarian one: -it emphasizes stimulation of 
enterprise and efliciency and the interests of consumers in 
such things and in low rates; and it seeks to relegate reg- 
ulation to those tasks that the market cannot perform 
adequately in terms of the public interest a—modern re- 
turn to liberalism, one might say. Like the existing policy, 
the proposed one emphasizes each agency’s right to de- 
velop according to its own inherent advantages. Unlike the 
existing policy, it does not place in the way of that mandate 
the regulatory blocks of maintenance of “sound economic 
conditions in transportation and among the several car- 
riers’ and of avoidance of “unfair or destructive competi- 
tive practices.” Seeking adequate transport for commerce, 
the national defense, and the postal service as does present 
policy, the new policy would remove protective features of 
existing regulation tending to limit price competition as a 
means for giving effect to inherent advantages. 

But as important as the new policy would be, it cannot 
be considered apart from the proposed changes in sub- 
stantive regulatory provisions. The principal changes are: 


(1) Less interference with rate cutting would be pro- 
moted by limiting the fixing of minimum rates to cases 
where rates freely filed by carriers can be shown as not 
compensatory, that is, “when they fail to cover the direct 
ascertainable cost of producing the service to which the 
rates apply.” In effect, this means application of an out-of- 
pocket-cost standard. 


(2) The ICC’s suspension power would be reduced to 
three months from the existing seven months, and the bur- 
den of proof of posible unlawfulness would be placed upon 
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the carrier seeking suspension of a competing carrier’s 
rates. The effect would be to reduce the cases in which the 
ICC delays rate reductions on another carrier's protest. 


(3) The statutory rules of rate making. especially the di- 
rective that the ICC consider “the effect of [ proposed | 
rates on the movement of traffic by the carrier or carriers 
for which the rates are prescribed.” would be repealed as 
unnecessary and to grant carriers greater opportunity to 
determine the rate level. Thus, while the maximum rate 
power would be retained. the conditions for its exercise 
would be altered in order to speed rate-level-changes and 
to restrict regulators from making managerial decisions. 
Maximum rates would still be prescribed in market situa- 
tions where competition is inadequate. 


(4) The committee would strike from Sec. 4 the require- 
ment of advance ICC approval for charging through rates 
ereater than aggregates of intermediate rates and for 
charging less for longer than for shorter distances “if nec- 
essary to meet actual competition and the charge is not 
less than a minimum reasonable rate.” Other discrimina- 
tion provisions remain unchanged. This relaxation would 
permit railroads to reduce some rates to hold or recapture 
traffic without absorbing the revenue losses incurred 
through simultaneously reducing several other rates not 
subject to serious competition. The committee recognized 
that “undue disadvantages” to inland areas might result 
in some cases, but stated that relief could be sought under 
Sec. 3, a general provision against undue discrimination. 


(5) The committee proposed less regulatory discourage- 
ment of lower rates for volume shipments when based on 
reductions of cost per car or for quantities larger than a 
carload. But the controversial “agreed charges,” used in 
Canada and Great Britain, were not mentioned. 


Manifestly, the proposed modifications outlined above 
would not involve large-scale abandonment of existing con- 
trols. Most regulatory tools would be retained. and regula- 
tion, somewhat conflictingly, would even be extended to 
bring more exempt and contract carriers under full control. 
Yet the Cabinet Committee’s proposal would limit regula- 
tion substantially at focal points of public interest—in the 
matter of control of rates and rate relationships. For that 
reason and because competition is strongly emphasized as 
the direction for policy, the committee’s proposals must 
be considered a major relaxation of regulation that. in ma- 
terial ways, would affect transport service, rates, the divi- 
son of traflic, investment and employment in transport 
industries, technological progress in transport, and area 
development. 

II 

No reader of American history needs be reminded of the 
key role of the railroads in developing the land, timber, 
and mineral resources of the West. Great investments in 
line and equipment were essential to that development 
role. And low transport rates. particularly on the extractive 
exports of the West, were also necessary and were quoted 
in many instances by the railroads in their own long-term 
interest. The transcontinental rate structure has promoted 
a vast interchange of such products for the manfacturers 
of the Northeast. Most westerners have not forgotten their 
dependence upon the railroads; but new voices are heard 
now that population has grown greatly, some manulactur- 
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ing has come to the West, and long-haul truck services have 
developed. The utility of highway carriage for intrare- 
gional movements, the new emphasis upon production for 
the western market. the shift toward manufacturing, and 
strong advocacy by the truckers are all factors supporting 
a view that further growth and development can be based 
upon highway transport. 

No one questions the assistance that improved highways 
and efficient and energetic trucking have given to area de- 
velopment in the West as well as elsewhere. But westerners | 
would do well not to underestimate the continued possibili- 
ties of growth based upon improved rail service and lower 
rates. Far greater population shifts will have to occur than 
those of recent decades before western agriculture and lum- 
bering can turn their backs upon eastern markets. The 
same holds for such manufacturing as licht metals and 
copper and the production of canned goods. And as the 
western industrial mix broadens to include more general 
manufacturers, manufacturers will tend to enlarge their 
first and largely local markets by shipping to eastern and 
southern markets. Raw materials, too. will often have to be 
brought in cheaply from long distances. All in all, it seems 
a certainty that the West will use all kinds of transport 
services. including oil and gas pipelines. as physical hand- 
maidens to further development. But it would be a foolish 
man who would advise neglect of the railroads just because 
they were developed long ago and long have enjoyed a 
large transport role in the western community. 


If attention is turned to the effects of transport regula- 
tory policy, a long neglected subject, and one of greater 
consequence than a given structure of regulatory law. 
the direction for transport policy recommended by the 
Cabinet Committee is clearly worthy of close study and 
perhaps favorable action. The western transport handicap 
is space—long hauls and the time and money costs of over- 
coming mileage. Continuing low railroad rates, to which 
the rates of other types of carriors are related, are an espe- 
cially favorable condition of western development. But how 
can lower rates or continuance of the relatively low rates 
that the West already enjoys be assured for maximum 
economic development? At least until far more manufac- 
turing can be developed and western agriculture and 
extractive industries can be adjusted more to western 
demands, this is a critical question for the West. Those 
interested in’ western development will judge the Cabinet 
Committee’s regulatory proposals largely in terms of the 
ultimate effect upon transcontinental and intra: -giona! 
rate levels. 


It is not easy to estimate the effects of greater rate com- 
petition between the agencies of transport upon the rates 
limiting both external and internal trade. One cannot be 
too precise or definite. One way to approach the problem is 
to consider the conditions favorable to low rail costs and 
low rates, assuming adequate returns for the services of 
private capital. Obviously, full utilization of railroad capa- 
city and utilization as regular as possible. considering 
seasonality and other influences, can bring the least-cost 
condition of which economists are so enamored. If this is 
achieved. and if competition is adequate to keep rates in 
line with cost or if regulation of maximum rates is effec- 
live. rates as low as are possible, save with subsidy. should 
be assured. And. except where better truck service will 
justify higher truck rates, this situation should also press 
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trucking rates and costs in a downward direction, and 
should exert pressure upon water carriers to reduce their 
port and other costs to command traffic in competition with 
the railways. 


Given existing plant and methods, lower rates will de- 
pend to a considerable extent on achieving an improved 
utilization of rail facilities. But how can the railways im- 
prove their utilization in individual market situations or 
in those periods when they customarily have some excess 
capacity? Much expert opinion exists that the rails are 
now not carrying much high-grade traflic for which their 
costs are distinctly lower than for highway carriers. This is 
a specific assumption of the Cabinet Committee. Subsidies 
aside. there are two reasons for this condition: (1) the 
superiority of truck service in a number of respects im- 
portant to shippers: and (2) the rail policy of continuing 
to charge. or to attempt to charge, high discriminating rates 
on manufacturers and miscellaneous traflic. the types most 
attractive to the trucks. Considerable evicence e ists from 
ICC waybill and cost data that railroads have heid rates 
on such traffic so high above unit costs that higher-cost 
truck lines can often make a good profit on the traffic even 
over long hauls. To what extent the ICC has limited the 
rails to such a high-rate policy cannot be stated without 
much laborious investigation. However, the protective 
philosophy of existing regulation and the circumstances of 
its enactment undoubtedly delayed the time when rail man- 
agement came to grips with the rate-structure problem in 
terms of meeting competition. At any rate. numerous cases 
can be found in which the ICC and the courts have stood 
in the way of the railroads cutting their rates against motor 
and water competitors to the extent which railroads 
thought their costs justified. In perh&ps more cases, the 
rails have been discouraged from cutting their rates where 
their costs are lower because they would lose so much rev- 
enue from having to cut other rates to maintain rate rela- 
tionships under existing standards of unjust discrimina- 
tion. Yet, without substantial rate advantages. shippers 
will not forego superior truck service and the rails cannot 
command the traffic to. improve their utilization. 


In rocent years, the rails have become far more aggres- 
sive in seeking the right to make rate reductions justified 
by cost, irrespective of effect upon their competitors. As an 
example of regulatory difficulties confronted in making 
this policy effective, consider the twenty-year Pacific 
Northwest Petroleum Case.* The scene opens in the late 
1920s. with the rails enjoying the petroleum traffic from 
Puget Sound and Portland to Inland Empire markets, of 
which the most strategic was Spokane. With use of large 
tank trucks and improved highways, serious diversion to 
trucks took place thereafter and continued despite a reduc- 
tion in the rail rate to Spokane in 1932 from 61 cents to 
45 cents per ewt. By 1936, diversion had reduced the rail 
share to only 70 per cent of the traffic to eastern Washing- 
ton. while trucks carried 30 per cent. And, with competition 
of Wvoming-Montana oil subsequently stimulating Cali- 
fornia oil refineries to utilize barge transportation from 
Portland to the Pasco area (facilitated by the opening of 
the Middle Columbia River for navigation in 1938), much 
oil began to move inland by barge to points near Pasco, 


‘ The principal case was Petroleum Between Washington, Oregon, 
Idaho, Montana, 234 I. C. C. 609 (1939). See also Petroleum Be- 
tween Washington and Oregon Points, 225 I. C. C. 382 (1937). 
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thence to Spokane by tank trucks. The additional serious 
diversion in sight caused the rails to ask the California re- 
finers in 1939 to suggest at rate which would give the rail- 
roads more volume. Advised that a rate of 25 cents to 
Spokane would be satisfactory. the rails filed a reduction 
in the existing 41-cent rate to that level. After suspension 
on protests of truck and water carriers, the ICC in a 1939 
decision disallowed the rate as unreasonably low. A rate of 
2814 cents was prescribed. based upon the combined water 
and motor carrier costs. The ICC disapproved the 25-cent 
rate even though it concluded that to “Spokane . . . the pro- 
posed rate of 25 cents... would yield some margin over 
full costs.” The evidence showed that the railroads were the 
low-cost avency and that they had some service handicaps, 
but these findines did not deter the ICC from ordering a 
rate that would prevent “destructive comvetition in rates 
and... {promote! the financial stability of the transporta- 
tion agencies.” The ICC expressed the hope that “we ought 
to be able to count on .ne cooperation of the shippers.” 
However. subsequent events demonstrated that the oil re- 
finers assigned more of their traffic to the barge lines, put 
on their own trucks when common-carrier trucking rates 
from upriver barge terminals were considered too high, 
and subsequently installed pipe lines to Spokane from Utah 
and Montana refineries. 


Losing in the courts and temporarily satisfied with hich 
overall trafic levels durine the period immediately after 
World War II, the rails did not reopen the issue until 1953. 
Then, after experiencing traffic reductions to the Inland 
Empire as great as 70.3 per cent between 1948 and 1952, the 
rails again tried to reduce petroleum rates in the Pacific 
Northwest (from 41 cents to 35 cents) .* Apparently learn- 
ing from experience and under the influence of new com- 
missioners, the ICC this time permitted the reductions. But 
the barge and truck lines took the issue to court and in 
March 1955 the Federal District Court of Oregon overruled 
the decision. The apparent ground was that the intent of the 
National Transportation Policy to maintain all agencies 
of transport had been neglected by the [CC. The recent 
cases do not reveal the cost situation in detail, though pipe- 
lines now probably rate as the low-cost agency. The evi- 
dence suggests, however, that the rails still may be low-cost 
as between the rail and truck movements and possibly even 
as between rail and barge-private truck movements. In any 
case. after twenty years of effort, the rails still cannot price 
their services in accordance with market requirements and 
presumably their costs; and a large portion of the traffic 
continues to flow to subsidized agencies. 

No one can know how much additional traffic or net 
revenues the rails would have enjoyed, had their proposed 
petroleum rates become effective. It is abundantly clear, 
however, that existing regulation has been authoritatively 
interpreted as designed to keep all carrier groups and agen- 
cies in the picture, with rates held high enough to protect 
the high-cost carriers. The low-cost agency in the case cited 
was not permited to experiment with rates as low as unit 





5 The ICC stated in the 1953 decision: “The great bulk of the 
petroleum products consumed at inland points in Idaho, Oregon, and 
Washington is now transported by facilities other than rail...” It 
is divided principally between barge-truck and pipeline routes, with 
common-carrier trucks sharing with private trucks the hauls from 
barge and pipeline terminals and the hauls from the Puget Sound. 


Petroleum in North Pacifie Territory, 291 1. C. C. 101, 107 (1953) 
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cost and excess capacity would permit. But, since the long- 
haul truckers have been growing rapidly, even in trans- 
continental markets, and subsidized transport continues 
against the rails, it would seem that regulatory law should 
afford low-cost carriers more opportunity to reduce their 
rates as competition, their inherent advantages, and the 
marginal revenue-marginal cost situation dictate. The Cab- 
inet Committee has recognized the economic logic of the 
situation. If the rails are to protect the existing low rates 
on important transcontinental traffic, they must protect 
their revenue from high-rated traffic by holding that traffic 
by the only reliable means left to them, by rate reductions 
in proper cases. 

There may be other ways of assuring low freight rates 
in the long run. One is greater investment in rail line. light- 
weight equipment, and other modern facilities. But there 
is no present-day Federal aid for improving the ways used 
by railroads. Private capital must be earned or attracted 
for that purpose. This means enhanced profitability, since 
rail dividends have been conservative. To increase profits 
may require increases in the rate level, but shippers will not 
accept that solution unless more inflation occurs. And such 
a solution might prove highly undependable for the car- 
riers. The remaining alternatives are cost reduction in 
every manner possible, improvement of services with exist- 
ing facilities, and cutting competitive rates where utiliza- 
tion would be improved, costs reduced, and the net en- 
larged, at least in the long run. The evidence suggests that 
henceforth the rails will be aggressive in all these respects, 
but it also reveals that rate regulation, unless relaxed and 
redirected as to purpose, can thwart or seriously retard the 
use of the pricing weapon. The surest ways to attain low 
shipping costs are to allow traffic to move, under competi- 
tive conditions, over the best-fitted and the lowest-cost 
agency and to encourage high rates of utilization. 


Ii 


Westerners also manifest lively interest in the effects of 
proposed rate-control relaxation upon rate relationships. 
Already interior groups, traditionally concerned with long- 
and-short-haul discrimination, are restive. They will 
strongly oppose the suggested emasculation of Sec. 4.° And 
some representatives of small centers and small shippers 
have voiced the fear that, under the Cabinet Committee’s 
proposals, rate reductions will in practice take place on 
shipments between large centers enjoying heavy traflic 
flows and vigorous rail-truck competition; and that remain- 
ing regulation will not be adequ:te to keep rates to and 
from small centers in line. Finally, vast commodity dis- 
crimination, high rates on manufacturers and miscel- 
laneous commodities and low rates on extractive goods, 
have commonly been associated with western development. 
If rails cut their rates on high-rated traffic, will they not 
have to raise their rates on low-rated traflic ? 

These issues merit more thorough analysis than can be 
given here. The latter question has in effect already been 
discussed. Greater freedom for rate competition will tend 
to bring about a closer adjustment of rail rates to unit costs 
over the long run, thereby lessening commodity discrimina- 
tion. It is not clear, however, that this inevitably means 





6 According to the Spokesman-Review, July 7, 1955, the Spokane 
area shipping groups and the Intermediate Rate Association are 
considering the Cabinet Committee Report in terms of their interest 
in regulation of long-and-short-haul discrimination, 
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higher rates on extractive commodities. If the rails fail to 
adjust their rates on high-rated goods downward, they will 
increasingly lose the high-rated traflic and its relatively 
great revenue contributions. The time may come, then, 
when rates on extractive commodities will have to be raised. 
On the other hand, if rate reductions on high-rated traffic 
increase utilization, they will promote unit-cost reduction 
and at the same time maintain or increase the aggregate 
revenue contribution from that trafhic. No doubt, cases exist 
where not enough high-rated traffic of a type has been lost 
to pay the rails to reduce their rates on such traffic to stop 
diversion. But, if the umbrella continues, the time will 
surely come when not to reduce rates on high-rated traffic 
will mean higher rates on the traffic remaining on the rails. 

Enactment of the Cabinet Committee’s Sec. 4 proposals 
would probably lead to some additional long-and-short- 
haul discrimination. For the rails could then file lower rates 
on long hauls without prior ICC approval; and, by limiting 
reductions to the long-haul movements, they might avoid 
loss of existing revenue, at least in the short run. However, 
for several reasons, the resulting situation would not 
amount to a return to conditions prior to 1910. 


First, interior points today have the advantage of high- 
way transport, and the shorter the hauls the greater the 
possibilities of effective truck-rail competition at short- 
haul locations. Second, existing patterns of equality in rates 
as between coastal and interior locations are so well estab- 
lished that the carriers may hesitate to upset them, although 
large-shipper pressures may force some departures to be 
filed that the rails might otherwise not aticmpt. Third, the 
ICC could suspend filed reductions pending investigation 
and could declare Jong-and-short-haul discrimination un- 
law‘ul if not needed to meet actual competition and if the 
lower long-haul charge were less than a reasonable min- 
imum rate; or it could declare lower long-haul rates unduly 
preferential to long-haul points and the higher short-haul 
rates unjustly prejudicial to short-haul points under Sec. 
3; and the ICC could approach parity by prescribing min- 
imum rates at long-haul points and maximum rates at 
intermediate points. Finally, as transcontinental lines are 
more fully utilized under modern full-employment condi- 
tions, and considering the economic growth of the West, 
their profit incentive might not permit them to quote long- 
haul rates anything like as low relative to full unit costs, as 
prior to World War I. However, the proposed modifica- 
tion would impose on interior shippers somewhat greater 
rate risks and imore of a burden to observe rate filing, to 
request suspensions, and to defend the possible unlawfu! 
ness of rates involving long-and-short-haul discrimination. 
Though adverse locational effects may easily be overstated, 
the case for the proposed relaxation seems less obvious 
than the proposal for relaxing minimum rate regulation. 

Under greater rate competition, the possibility exists 
that small shippers and small centers may have difficulty 
maintaining rate parity with larger ones. Truck-rail com- 
petition can be more vigorous on routes of dense traffic. 
where larger numbers of truckers exist and where perhaps 
a larger share of competitive traflic is carried by truck. But 
many small points are between large cities or clustered 
about them. And all small points of consequence enjoy the 
service of one or several trucking lines. If rates were out of 
line. small manufacturers could often lease or own trucks. 
Moreover, the Sec. 2 prohibition of personal discrimina- 
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tion should frequently protect small shippers. And, to main- 
tain an approximate parity in rates as between large and 
small cities, the ICC could prescribe minimum and max- 
imum rates and take action against undue place discrimina- 
tion under Sec. 3. The question can be raised whether such 
controls would be effective, since small shippers and centers 
are in a relatively weak position to request suspensions or 
to file and defend formal complaints. and the power to 
prescribe exact rates under the Cabinet Committee’s pro- 
posals would be lessened. Freer rate competition might 
require small shippers and centers to be more vigilant. 
But whether the rate powers left to the ICC would be ade- 
quate in practice to maintain reasonable parity is a tech- 
nical question that cannot be answered here. 

Manifestly, shippers and consumers benefit from low 
rates and competitive stimuli to efficient transport. If the 
rails can adjust their pricing more competitively. lower 
costs and rates should result in both the short and long run. 
But, though all qualified observers will agree that competi- 
tive forces in transport are far more widespread and eflec- 
tive today than fifty years ago. there continues the historic 
fear of discrimination. This fear in reality rests largely on 
monopoly conditions, but has been transferred in many 
minds to competition in transport: and some areas and 
shipping groups are prompted to prefer reliance upon regu- 
lation to a more competitive course. Considering the char- 
acteristics of today’s transport markets, they thus choose 
equality and protection over permitting economic forces 
to work more fully toward economic traffic distributions 
and efficient operations. Recognizing that transport com- 
petition is not perfect and probably never can be and that 
selective control of discrimination will continue, we may 
pose these questions: Have the nation’s preconceptions in 


favor of rate equality unduly obstructed eflicient organiza- 
tion and operation of transport? Is having a really ener- 
getic and efficient private rail industry worth taking some 
risks with past equality and discrimination standards. If 
those who debate the Cabinet Committee face those ques- 
tions squarely, much will be gained, although problems will 
still exist. 


IV 

This analysis has only been suggestive and has neces- 
sarily left out several interesting issues arising from the 
Cabinet Commitee’s proposals. Left unconsidered is the 
trucking charge that the revised policy and relaxed min- 
imum-rate regulation would enable the rails jointly to dom- 
inate and take over th. truck‘ig lines. This seems an exag- 
geration, since present prohibitions of interagency unifica- 
tions would continue, and it is unreasonable to expect that 
the ICC would altogether prohibit new entries in the truck- 
ing and water fields or that the Congress would long toler- 
ate such a condition. Also left untouched is the somewhat 
conflicting emphasis upon regulated common carriage and 
the desirability of greater competition. leading to recom- 
mendations that more unregulated private, contract. and 
exempt motor and water carriers and exempt freight for- 
warders be brought under regulation. Also not treated is 
the committce’s solution for the passenger deficit and its 
failure to discuss the economics of organization of trans- 
port industries individually and in an overall sense. These 
subjects—and the workability and staying power of trans- 
port competition under relaxed regulation—aflord interest- 
ing opportunities for other papers. 
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In conclusion, the Cabinet Committee’s proposals for 
regulatory reform are worthy of the most deliberate and 
full consideration. Great Britain has already gone down the 
competitive road, after some unsatisfactory experience with 
even greater reliance on regulation and integrated manage- 
ment. As a minimum, the recommended direction for pol- 
icy and the relaxed standards of minimum-rate regulation 
seem highly desirable modifications of regulatory policy. It 
is even possible that the nation should boldly go farther 
down the path of reliance upon the market, with only selec- 
tive employment of regulation.‘ If one analysis of the com- 
mittee’s main proposals is correct, western growth. under 
these proposals, might, on the whole, continue at an even 
creater rate—to the extent that transport factors are limit- 
ing conditions. However, some western areas and groups 
would face some disturbing problems. But what economic 
policy does not bring disadvantages to some? 





CURRENT BUSINESS TRENDS IN OREGON 


Index of Man Hours in Manufacturing. One of the best indi- 
cators showing changes in manufacturing activity is the man hours 
of industrial production workers. These figures apply only to per- 
sonnel engaged in direct manufacturing activities; sales, office, and 
general administrative employees are excluded. The index for Ore- 
gon is derived by the Bureau of Business Research from data sup- 
plied by the Oregon Unemployment Compensation Commission. The 
most recent reading covers the month of September 1955. (No ad- 
justment for seasonal variation has been made. 195] = 100.) 


1954 1955 1954 


a 84.9 a 
a | 85.0 | a 
—_——— 84.4 a | 
Apr. —... 86.8 85.3 Pe 
May ...............90.4 92.7 a =F 
aS 102.1 a = —- 


Department-Store Sales. The only retail-sales indicator for 
Oregon is the sales of department stores in Portland, which are 
compiled by the Federal Reserve Bank of San Francisco. The per- 
centages in dollar sales volume for periods ending November 5, 1955, 
as compared to the same 1954 periods, for Portland and other Pa- 
cific Coast cities are shown below: 

R eek Ending 
November 5 


Four Weeks 
Ending Nov. 5 


Calendar Year 
to Nov. 5 

Te +5 

I FS : +6 

San Francisco-Oakland —....0..000.. —2 +4 

Seattle RNS TERS) . +2 ; +6 

United States sdeieiesiiceaialiiia te iets +-7 


Multnomah County Real-Estate Transactions. During Oc- 
tober 1955 there were 1,099 real-estate sales amounting to $11.465,- 
226 in Multnomah County. Of these, 694 involved residences, the 
sales price of which was $7,608,107; 331 were vacant properties, 
$1,240,894; and 74 were business properties, $2,616,225. Addit‘ onal 
figures are: 

Oct. 1955 
pene 1,099 
... $11,465,226 
— 1,061 
Amount loaned ie ..... $10,042,913 
Number of sheriff’s deeds ——.~................ 2 
Amount of sheriff's deeds $10,832 
$10,963 


Sept. 1955 Oct. 1954 
1,111 974 
$11,176,931 =8,610.818 
1,150 1,117 
$10,731,918 §9.313,102 
3 
£3,328 
£10,750 


Number of sales 
Value of sales ie 
Number of mortgages — 


Average residential sales price. £9 593 


Life-Insurance Sales. During September 1955, sales of ordinary 
life insurance in Oregon (excluding industrial life insurance, group 
and wholesale sales under new contract, renewals, dividend addi- 
tions, etc.) were 10 per cent higher than in the same month a vear 
ago. The national figures showed an 18 per cent rise. 

* The writer has commented on this question and the workabilits 
of transport competition in “New Concepts in Transportation Rean- 
lation,” Transportation and National Policy (National Kesource: 
Planning Board, 1912), pp. 197-237: and in “Patterns of Conrpeti- 
tion and’ Monopoly in Present-Day Transport and Implications fo: 
Public Policy,” Land Economics, Aug. 1950, pp. 232-218. 
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CHANGES IN OREGON EMPLOYMENT, 
1950-1955, SURVEYED 


The recent release of the estimate by the Bureau of the 
Census for Oregon’s population in 1954 (1.640.000. up 7.8 
per cent since 1950) make a comparison of changes in 
the total of nonagricultural employment timely. 


During the period between the first half of 1950 and the 
first half of 1955, the number of nonagricultural workers 
in Oregon increased 10.9 per cent, or from a monthly 
average of 405,200 to 449,700. The slightly higher increase 
in employment as contrasted to the increase in population 
may be accounted for by a number of factors. such as a 
larger percentage of women in the labor force and a higher 
level of economic activity, both of which might result in a 
slightly larger part of the population being employed. 

The table below shows the percentage change in employ- 
ment for 36 states between the first half of 1950 and the 
first half of 1955. The 12 states not included apparently did 
not supply the Bureau of Labor Statistics with data com- 
parable to those provided by the 36 in 1950. The 12 states 
not included are: Alabama, Delaware, Florida, Illinois. 
Kentucky, Louisiana, Michigan, Mississippi. North Caro- 
lina, Ohio, Texas, and Virginia. By 1955, 47 of the 48 states 
were supplying the bureau comparable statistics. When the 
36 states are arrayed so that Nevada, with an incraese of 
49.1 per cent, stands first and West Virginia, with a loss of 
6.7 per cent, is last, Oregon is almost in the middle. 


Percentage 


State Increase 
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NATIONAL BUSINESS INDICATORS 
SHOW CONTINUED STRENGTH 


National business indicators continue to show strength. 
The flow of income to individuals is at a record rate and is 
supporting a steadily rising consumer demand. Retail sales 
data for September 1955 showed that consumers were still 
expanding their purchases. New orders placed with manu- 
facturers of machinery and other types of producers’ dur- 
able equipment in August were the largest since the 1951 
defense buildup. The recent spurt of commercial and in- 
dustrial construction is significant because it has offset 
a slight decline of private residential building and small 
reductions in most types of public construction and thus 
served to hold the volume of total construction, seasonally 
adjusted, at a level rate. 

Personal income remained at the seasonally adjusted 
annual rate of $305 billion in August, unchanged from 
July but $3.5 billion above June. The July total had re- 
ceived a sizable lift from the lump-sum disbursement of 
retroactive payments to Federal government employes re- 
sulting from the recent pay-raise legislation. Incomes other 
than Federal payrolls increased by $1.5 billion from July 
to August with gains widely distributed. 

Civilian employment in September of 64.7 million, as 
reported by the Bureau of the Census, was the largest on 
record for the month. Largely seasonal changes, mainly re- 
flecting the return to school of students temporarily em- 
ployed in the vacation period, resulted in a reduction in 
both the labor force and total employment from August to 
September. Unemployment was the lowest since 1953. 
Employees on the payrolls of nonagricultural establish- 
ments, as reported by the Bureau of Labor Statistics, 
showed a more-than-seasonal increase in September with 
most major industry groups contributing to the rise. 

Man-hour input in manufacturing increased not only 
from the employment expansion + also from the length- 
ening of the factory work weei. nearly one-half hour. 
Most industry groups worked more hours per week than 
in August, but the increases from August and also from last 
September were largest in the durable-goods industries. 

Factory average hourly earnings continued their steady 
rise, the September average for all manufacturing indus- 
tries being $1.90 as against 51.81 a year earlier. 

September business rounded out a record-breaking third 
quarter for retail merchants. The summer and early fall 
gains brought seasonally adjusted sales for the thiré quar 
ter up 2 per ecnt from the second quarter and 10 per cent 
above the corresponding period a year ago.—Survey of 
Current Business, Oct. 1955. 





Business Failures. Dun and Bradstreet’s series showing com- 
mercial failures is frequently considered an indicator of business 
health. Figures for Oregon are given below: 


1954 1955 
Liabilities 

9 $ 219,000 160,000 
14 986,000 : 76,000 
12 1,332,000 157,000 
168,000 259,000 

652,000 368,000 


Number Number Liahilities 


34 
35 
36 


Montana 
Pennsylvania 

North Dakota . 

South Dakota oe 
West Virginia —........ 


November 1955 


316,000 
392,000 

25,000 
113,000 
405,000 

38,000 
245,000 


510.000 
236.000 
27 000 
] 009,000 
319,000 





CURRENT BUSINESS TRENDS IN OREGON 


Lumber. Lumber production in the Douglas-fir region of the 
Pacific Northwest declined seasonally between September and Oc- 
tober 1955 and was substantially below the level attained in October 
1954. Decreases also occurred in orders and the unfilled-order file, in 
comparison with the same month a year ago. On the other hand, 
inventories were up substantially. The fact that orders were running 
below current production caused the rise in inventory and is, no 
doubt, a factor responsible for the current softness in the price of 
lumber. 


Oct. 1954 
212,643 
190,883 
717.8143 
851,403 


Oct. 1955 
178,472 
145.863 
608.306 
980.623 


Sept. 1955 


188,438 
153,006 
679,600 
914,956 


Average weekly production 
BR 
Unfilled orders, end of month 

Lumber inventory, end of month 





The above figures are supplied by the West Coast Lumbermen’s 
Association and apply to the Douglas-fir region of western Oregon 
and Washington. It will be observed that employment in lumber and 
wood products (see section on Employment) was higher in mid- 
October 1955 than it was in mid-October 1954, which would indicate 
that the production in Oregon declined little, if any. 


Portland Waterborne Commerce. The Portland Merchants 
Exchange reports that Portland waterborne commerce is 14.7 per 
cent higher for the first ten months of 1955 than for the same period 
a year earlier. 

A significant rise in foreign exports is due to greater shipments 
of barley, flour, wheat, and some other commodities—fruit juice 
and lumber, among heavy moving commodities, show significant de- 
clines. 

An increase of almost 60 per cent in imports is accounted for by 
larger receipts of coffee, iron and steel products, and plywood, and 


by cargoes new to the port—lead and zine concentrates. The ten- 


months’ comparison is shown below (figures 


Foreign exports 
Foreign imports , 
Hawaii to Portland —000000000 0. 
Portland to Hawaii . 
Domestic outbound 
Intercoastal inbound 
Coastwise inbound 

Petroleum-products 








inbound 





Total . 





1955 


1,086,081 
122,415 
58,262 
87,285 
432,599 
141,183 
376,576 


. 5,301,647 


~ 7,606,048 


1954 
805,563 
tide 
50,526 
78,259 
481,655 
132,066 
237,451 
4,766,323 


6,629,175 


in short tons): 


Percentage 
Increase 
34.8 
58.3 
15.: 
ll 


“~~ 


a ow wu 


is 
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Employment. The number of nonagricultural workers in Oregon 
decreased 2.3 per cent (11,500) between mid-September and mid- 


October 1955. The largest decreases were in logging and 
mills (4,600) and canning and preserving (2,800). 
government (1,900). 


increase was in state and local! 


saw- 


The only sizable 
The total for 


October 1955 is 14,100 above that of a year ago. More detailed in- 


formation follows: 


Lumber and wood products ——~..-...--. 


Food 


and kindred products 


MR Ee 


Total manufacturing 


Contract construction —... 


Oct. 1955 
86,200 
20,200 
44,400 


. 150,800 
27,400 





Retail trade 


81,800 





Government 


74,600 





Other nonmenuflacturing 


Total nonmanufacturing —. saiaiehintmiaiias 
Total nonagricultural employment puiaeamanies 


151,000 


334,800 
485,600 


(Continued on page 6) 


BANK DEBITS 


Bank debits represent the dollar value of checks drawn against the deposit accounts of individuals and business firms. Bank debits are regarded as good indicators of 
current business activity, although their value for this purpose may be impaired by the inclusion of large checks arising out of transfers of funds for the purchase of certain 


types of capital assets that do not constitute “business activity.” 


Marketing Districts 





Oregon . 
Portland (Portland. ‘Hillsboro, Que City. . etc. a 





Lower Willamette Valley (Salem, McMinnville, etc. . aa 
Upper Willamette Valley (Albany, Corvallis, Eugene, etc. _ 





Number of 
Banks Debits 
Reporting Oct. 1955 
136 $1,530,301 ,832 
37 948,999,451 
20 125,877 ,922 
20 150,425,873 


Debits 
Sept. 1955 
$1,561 ,709,058 
950,144,892 
129,991,922 
165,068,450 


North Oregon Coast (Astoria, Tillamook, ete.) — 








Douglas, Coos, Curry counties —__... 

Southern Oregon (Ashland, Medford, ‘Cennts Pass) 
Upper Columbia River (The Dalles, Hood River, ete.) 
Pendleton arca 





Central Oregon (Bend, Prineville, } Redmend) . 
Klamath Falls, Lakeview area 











Baker, La Grande area... 








Burns, Ontario, Nyssa——................ 


25,130,399 
44,914,237 
68,080,471 
31,418,267 
27,020,829 
26,538,674 
33,125,434 
29,207 ,581 
19,562,694 


BUILDING PERMITS 


Building permits give an indication of building operations planned rather than actual construction under way. Care must be taken in interpreting these data to allow 
for the lag which may elapse between the issuance of the permit and the beginning of actual construction. The data have been collected by the Bureau of Vusiness Research. 
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EE 
Baker... 
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Coos oor , 
Corvallis... 








Eugene —.._... 
Grants Pass .. 
Hillsboro . 
Klamath Falls. 
ee 
eee 
Milton-Freewater........ 

North Bend .... 

Oregon City ene Pee Re ne 
ES Ene eee 
Roseburg 

Salem 

Springfield 

The Dalles 


32 other communities 
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New 
Residential 
Oct. 1955 


$ 50,000 
15,132 
67,900 
39,500 

160,000 
137,500 
310,500 
79,895 
10,000 
15,750 
23,500 
102,300 
4,000 
11,000 
1,122,200 
33,500 
266,350 
24,500 
80,847 
2,091,700 


$4,646,074 


26,582,233 
52,186,497 
71,395,619 
30,970,395 
29,136,316 
25,002,406 
34,923,473 
27,414,871 
18,888,984 


Debits 
Oct. 1954 


387 144,766 


839,830,150 
124,153,216 
124,948,535 
22 567 .862 
51,444,991 
57,919,234 
29,172,860 
28,157,182 
23,618,723 
31,767,273 
26,439,731 
17,894,979 


Sept. 1955 
91,100 
23,300 
44,800 


---- —— 


159,200 


28,800 
82,900 
72,900 
153,300 
337,900 
497,100 


The Bureau of Business Research collects bank debits from 15] banks and branches monthly. 


Oct, 1954 
84,000 
20.200 
12,200 


146.400 


25,200 
80,400 
72,700 
146.800 
325,100 
471,500 


Oct. 1955 
Compared with 


Sept. 1955 


— 2.0 
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ee 
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New YVon- 
residential 
Oct. 1955 


$ 47,200 


12,150 
16,350 
66,700 
9,600 
96,005 
153,870 
73 
56,500 


52,715 


39,580 
700 
1,416,170 
24,925 


25,125 


246,000 
rer 15 


$2,921,378 


Additions, 
Alterations 
& Repairs 
Oct. 1955 
$ 3,300 
11,300 
7,659 
3,264 
6,145 
7,020 
112,086 
6,150 
4,600 
12,200 
2,520 
40,004 
3,050 
2,900 
4,550 
709,185 
14,670 
119,523 
20,072 
3,750 
187 561 


$1,321,509 


Totals 
Oct. 1955 


T otals 


Sept. 1955 


$ 100,500 


26,132 


’ 


87,709 
59,114 


232,845 


» 


194,120 
518,591 


239,915 


14,673 
84.450 
26,020 
195,019 
7.050 
42,4280 
16,250 


2475 


" 4, 
73.095 


410,098 
4.572 
3 $0 ‘, 


2,9 0.4, { 


$8. B88.90} 


tis, 


94,200 
96,716 
74,400 
51,400 
172,213 
162,579 
590,919 
263,285 
23,165 
228,450 
102,165 
214,255 
36,390 
118,430 
226,205 
748,510 
136, 125 
378,921 
660,075 
331,158 


2.219.669 


369,050 


Oct. 1954 
+10.3 


Totals 
Oct. 1954 
57,650 
41,392 
40,930 
50,100 
69.800 
457.650 
571,871 
110,880 
73,550 
71,275 
27,412 
178,928 
60,250 
25,559 
73,7075 
5,075,280 
95,305 
14? 400 
163,950 
63,540 
1,715,980 


815.005.4385 
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